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Section B 
 
Total Number of Marks for this section: 50 
 
This section should be answered in the Answer Booklet provided.  Please ensure that your name 
and student number have been written on the Answer Booklet and show all your workings. 
 





At 1 July 2015, Let’s Do That Twist Ltd acquired the following non-current assets: 
 
  Equipment  $1 000 000 
  Vehicles       800 000 
 
They are in different classes of non-current assets and are to be measured at fair value. The 
expected useful lives of vehicles and equipment are 5 years and 10 years, respectively. 
 
At 30 June 2016, the fair values of both assets were assessed. The equipment had a fair value of 
$820 000, and the vehicles, $700 000. The remaining useful lives were assessed to be 7 years for 
vehicles  and 8 years for equipment. 
 
At 30 June 2017, the fair value of equipment was assessed to be $817 500 and the fair value of 
vehicles was $550 000. 
 





A) Prepare the journal entries for Let’s Do That Twist Ltd for the years ending 30 June 2016 
and 2017. Show calculations where possible (Marks 18) 
B) According to accounting standards, on what basis may management change the method of 
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On 1 July 2013, ICanDoThis Ltd acquired (ex div.) all of the issued capital of IPass Ltd. The 
recorded equity of IPass Ltd at this date consisted of: 
 
  Share capital  $120 000 
  General reserve 25 000 
  Retained earnings 55 000 
 
At 1 July 2013, all the identifiable assets and liabilities of IPass Ltd were recorded at fair 





Land $100 000 $130 000 
Inventory 78 500 86 100 
Machinery (cost $86 000) 52 000 56 000 
Vehicles (cost $58 000) 47 000 53 000 
 
Additionally, IPass Ltd’s records showed a dividend payable at 1 July 2013 of $8000. This 
dividend was paid on 31 October 2013. The assets of IPass Ltd at acquisition date included 
goodwill recorded at $15 000 arising from a business combination transaction in 2009. 
    
At 1 July 2013, IPass Ltd owned but had not recorded an internally generated brand name. 
This brand name was considered by ICanDoThis Ltd to have a fair value of $29 000 and an 
indefinite 
useful life. An impairment test conducted with respect to the brand name on 30 June 2016 
concluded that its recoverable amount at that date was $2000 less than its carrying amount. 
 
The vehicles and machinery were expected to have a further useful life of 6 and 8 years 
respectively, with benefits to be received evenly over those periods. Inventory on hand at 1 July 
2013 was all sold by 31 January 2014. The land owned at 1 July 2013 was sold in September 
2014 for $150 000. The machinery on hand at 1 July 2013 was sold on 1 January 2016 for $38 
000. 
  
Adjustments for the differences between carrying amounts and fair values of assets and 
liabilities on hand at acquisition date are recognised on consolidation. When assets are sold or 
derecognised, any related valuation reserves are transferred to retained earnings. 
 
In June 2015, IPass Ltd paid a share dividend worth $20 000 from the general reserve on hand at 
1 July 2013. 
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The trial balances of both companies at 30 June 2016 showed the following balances: 
 
Debit balances ICanDoThis 
Ltd 
IPass Ltd 
Cash $    2 500 $    1 250 
Receivables 27 000 13 000 
Inventory 39 700 24 500 
Other current assets 15 200 8 200 
Deferred tax assets 7 500 3 500 
Vehicles 88 000 158 000 
Equipment — 42 000 
Land 140 000 180 000 
Financial assets 68 000  14 800 
Goodwill 28 000 15 000 
Shares in IPass Ltd 250 000 — 
Debentures in ICanDoThis Ltd  — 25 000 
Dividend paid 10 000 5 000 
Dividend declared 20 000 12 000 
Transfer to general reserve 10 000 5 000 
Cost of sales 210 000 192 550 
Income tax expense 30 000 32 000 
Depreciation and other expenses 39 000 36 000 
Carrying amount of machinery sold — 30 500 
Carrying amount of equipment sold 21 000 — 
 $1 005 900 $798 300 
   
Credit balances ICanDoThis 
Ltd 
IPass Ltd 
Share capital $  200 000 $  140 000 
General reserve 35 000 10 000 
Retained earnings (1/7/15) 51 300 67 500 
Accounts payable 69 500 36 000 
Loan payable (due 30/6/20) 25 000 15 000 
Dividend payable 20 000 12 000 
Provisions 12 500 9 300 
Current tax liability 43 000 34 000 
Deferred tax liability 11 800 5 000 
Accumulated depreciation – vehicles 16 400 60 000 
Accumulated depreciation – equipment — 34 500 
8% Debentures (matures 30/6/19) 25 000 — 
Sales revenue 450 000 320 000 
Dividend revenue 17 000 — 
Other income 11 400 17 000 
Proceeds on sale of equipment 18 000 — 
Proceeds on sale of machinery — 38 000 
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(a)  Dividends may be declared by either company without shareholder approval. 
(b)  The tax rate is 30%. 
(c)  On 1 January 2016, ICanDoThis Ltd sold an item of equipment to IPass Ltd for $18 000. 
The 
 equipment had a carrying amount at the date of sale of $21 000. Both companies depreciate 
equipment at 20% p.a. on a straight-line basis. 
(d)  On 1 May 2015, IPass Ltd sold a machine to ICanDoThis Ltd for $7800. The machine had a 
carrying amount of $7000 at the date of sale. ICanDoThis Ltd recorded the machine as 
inventory. The inventory item was sold to an external party in November 2015 for $8200. 
(e)  All interest on the 8% debentures has been paid and brought to account in the records of 
both companies. 
(f)  During the 2015–16 financial year, ICanDoThis Ltd sold inventory to IPass Ltd for $75 
000. The cost of this inventory to IPass Ltd was $70 000. Of this inventory, 25% is still on 
hand at 30 June 2016. 
(g)  The transfer to general reserve recorded by IPass Ltd in the current year was from retained 





Prepare the consolidation worksheet journal entries for the preparation of the consolidated 
financial statements of ICanDoThis Ltd at 30 June 2016. (Marks 30) 
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Section C 
 
Total Number of Marks for this section: 20 
 
This section should be answered in the Answer Booklet provided.     
 
In this section, marks for each question are Right Minus Wrong, i.e. for every wrong answer, a 
corresponding mark will be deducted from right answers.  Example: Correct answers 15 points, 
wrong answers 5 points, 10 marks will be added to the total score.   
 




In the event of winding up a company, the order of recovery in terms of s. 556 of the 
Corporations Act, liabilities are classified in order of priority of payment as Secured 
Creditors, Preferential Unsecured Creditors and Unsecured Creditors.   
Almost There Co Ltd has the following list of liabilities at the time of winding up: 
 Costs of administration prior to liquidation 
 Long-service leave payable 
 Amount payable for research into mining techniques 
 PAYG income tax instalments 
 Salary of an employee who is the spouse of a director, $3 000 
 Directors’ fees 
 Liquidation expenses 
 Telephone bill payable 
 Audit fees payable for normal audit of company's accounts 
 Debentures secured by a circulating security interest (floating charge) 
 Workers’ compensation claim 
 Accounts payable 
 Deferred tax liability 
 
Required: 
Select from the above liabilities which are considered as: 
A) 1x Secured Creditors (Mark 1) 
B) 6x Preferential Unsecured Creditors – in order of priority (Marks 6) 
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Question 2 
Required: (Marks 13) 
 
Are the following items cash flows pursuant to AASB 107? If so, indicate which classification 
from Operating, Investing or Financing activities is appropriate. 
 
Answer “Yes” or “No” on each letter. If the is answer “Yes”, indicate which classification is 
appropriate 
 
(a) cash loans made to employees 
(b) proceeds from sale of investments 
(c) depreciation of plant 
(d) income tax paid 
(e) sale of motor vehicle for cash 
(f) issue of ordinary shares in exchange for convertible notes 
(g) bad debts written off 
(h) bad debts recovered 
(i) revaluation increase for land 
(j) transfer from general reserve to retained earnings 
(k) dividends declared and paid 
(l) share buyback 
(m) acquisition of a motor vehicle by way of a finance lease 
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